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DEPOSITORY INSTITUTIONS DEREGULATION COMMITTEE
Elimination of all minimum deposit requirements for Money Market Deposit Accounts,
Super-NOW accounts and seven-to-31 day time deposits held pursuant to IRA and
Keogh Plan agreements have been adopted by the DIDC (see the 10/31/83 Fed. Reg.,
pp. 50065-67). The only accounts affected are those issued, renewed or extended
on or after 12/1/83. The Committee also established scheduled reductions to
the current $2,500 minimum denomination requirement on the short-term ceiling
less accounts for all other depositors. The minimum denomination requirement
will be reduced to $1,000, effective 1/1/85 and will be removed 1/1/86. For
additional information contact Jules Bernard at 202/389-4147. In a related
matter, the Committee amended its rules to increase the interest rate ceiling
for commercial banks on savings accounts and on time deposits of less than
$2,500 with maturities or required notice periods of seven to 31 days to 5%
percent (see the 10/31/83 Fed. Reg., pp. 50067-68). This is the same rate
ceiling applicable to federally insured savings and loan associations. The
rules become effective 1/1/84. For additional information contact Paul Pilecki
at 202/452-3281.
ENVIRONMENTAL PROTECTION AGENCY
John C. Martin was confirmed as Inspector General for the U.S. Environmental
Protection Agency by the U.S. Senate on 10/26/83. Mr. Martin will head up
a nationwide group of auditors and investigators who have the responsibility
to prevent and detect fraud, waste and abuse in agency operations. After
serving as deputy city manager in Wilkes-Barre, Pa., and assistant city
manager in Rockville, Md. from 1967 to 1971, Martin was a special agent for
the FBI from 1971 to 1981. Frcm 1981 to the present, he served as Assistant
Inspector General for Investigations at HUD. Mr. Martin graduated from
King's College in Wilkes-Barre and received his masters degree in public
administration from the University of Maryland.
TREASURY, DEPARTMENT OF
The IRS recently announced the withdrawal of Treasury decision 7747 which pro
vided final regulations under section 385 of the tax code, relating to
treatment of certain interests in corporations as stock or indebtedness
(see the 11/3/83 Fed. Reg., pp. 50711-12). The withdrawal, issued as
Treasury decision 7920, is effective 8/5/83, and removes the controversial
regulations which were intended to define certain types of stocks as debt
or equity interests of a corporation. According to the release announcing
the withdrawal, "Treasury and the IRS are now considering whether to publish
new section 385 regulations." For additional information contact Carolyn
Swift at 202/566-3458.
The IRS recently proposed new rules regarding restrictions on foreign owners
of U.S. real estate and scheduled a public hearing on the proposal for
12/13/83 (see the 11/3/83 Fed, Reg., pp. 50751-775). The proposal, if adopted,
would implement parts of the 1980 Foreign Investment in Real Estate Property
Tax Act (FIRPTA) . The regulations defines relevent terms, provides procedures
for establishing that a corporation is not a U.S. real perperty holding cor
poration and provides rules concerning the election by a foreign corporation
to be treated as a domestic corporation. The current notice supersedes por
tions of a previous notice of proposed rulemaking published 9/21/82, however,
temporary regulations published 9/21/82 remain in effect. The new proposal
expands the definition of "real property" to include "unsevered natural pro
ducts of the land (agricultural crops and minerals) , improvements to land,
and personal property associated with the use of real property." In general,
according to Treasury officials, the guidelines used for figuring investment
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on the proposal are requested by 12/19/83. The regulations are proposed to
be effective with respect to dispositions after 6/18/80. Requests to speak
at the 12/13/83 hearing are required by 11/29/83. For additional information
contact Robert Culbertson at 202/566-3289.
"The Penn Square Bank Failure: A Case Study," was released by the Office of the
Inspector General, U.S. Department of the Treasury on 10/28/83. This audit
report is a result of a request by the Office of the Comptroller of the
Currency to evaluate OCC's surveillance and supervision of Penn Square Bank
prior to the bank's closure on 7/5/82. The study, according to the Inspector
General's 48 page report, "indicated that in the main, the policies and
procedures were adequate and that they were implemented appropriately."
Among the conclusions reached by the study was that OCC "may have been forced
by a number of factors to make a number of very important decisions without
full information or guidance." The study went on to say that "during the
period immediately proceeding the closure of the bank, OCC officials were
forced to make policy decisions under difficult and hectic circumstances
without previously established guidelines."
A reduction of the holding period on capital gains and losses from the current
one year requirement to six months gained support from some Members of Congress
and the Administration in a House Ways and Means hearing on 11/2/83. Speaking
on behalf of the Administration, John E. Chapoton, Assistant Secretary (Tax
Policy), Department of the Treasury, supported the reduced holding period
while refusing to endorse a proposal to decrease the limit of deductibility
of capital losses against ordinary income from $3,000 to $1,000. In the area
of options and tax straddles, Chapoton urged the Congress "to eliminate the
exemption from the tax straddle rules for exchange-traded stock options, and
to clarify the tax treatment of options on commodity futures contracts and
cash settlement index options." In a statement submitted by Janice M. Johnson,
CPA, of Oppenheim, Appel, Dixon, additional recommendations for changes were
offered, including: eliminating the holding period for obtaining long-term
capital gain or loss on marketable securities and applying the same treatment
to all instruments that are affiliated with marketable securities; compensate
for the anticipated revenue loss from the reduced holding period by the levy
of a flat tax rate of 25 percent against net capital gains from the disposition
of securities, and, "for the sake of simplicity," make the effective date of
any legislation 1/1/84, to avoid record keeping problems associated with mid
year effective dates.
The special commission appointed by President Reagan to find a solution to the
controversy over states that tax a share of global profits met for the first
time on 11/2/83. In its first action, the commission appointed a staff level
task force to begin developing policy recommendations. The panel addressed
procedural matters , but Treasury Secretary Donald Regan, who chairs the
working group, said he hoped to "move with deliberate speed" in finding a
solution to the tax problem. Work will begin on 11/7, when the staff task
force, which is composed of tax experts appointed by commission members, meets
to discuss the issues. The task force will be split into two units that will
focus on the problems states face in taxing multinational corporations and
the foreign policy implications of the worldwide unitary method of taxation.
The task force will work in closed sessions, but will hold public hearings 11/15
17/83 to gather testimony on "alternative viewpoints." Members of the panel
appear concerned about their role in developing an acceptable plan. The
unitary tax group is charged with producing suggestions that respect states
rights and promote international trade, but which will not necessarily become
law. The "federal option," as Secretary Regan called it, is no longer on the
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Mr. Regan said federal legislative solutions was taken off the list "for fear
that people would accuse us of bias at the onset." The list of members of the
unitary tax group may be obtained by calling the AICPA at 202/872-8190, ext.47.
In a related matter, Sen. Paula Hawkins (R-FL) has introduced legislation,
S. 2034, mandating that the working group report its recommendations to the
Administration within 90 days. Her legislative initiated was prompted because
Florida recently adopted the worldwide unitary approach to corporate taxation.
Sen. Hawkins is facing considerable pressure to repeal the new law or run the
risk of Florida businesses relocating in other states. Mrs. Hawkins noted a
speedy review of the unitary tax issue "is essential if we are to avoid chaos
in the international business community." Upon introduction of the legislation,
Mrs. Hawkins stated that while she has no position on the issue, "if this is
a tax that will create a tax war among states and countries, I ’m opposed to it."
SPECIAL:

DRAFT REPORT ON TENNESSEE BANK FAILURE APPROVED BY HOUSE SUBCOMMITTEE

A draft report titled "Federal Supervision and Failure of United American Bank
in Knoxville, Tennessee, and Affiliated Banks," was approved by the Commerce,
Consumer and Monetary Affairs Subcommittee, Committee on Government Operations,
on 11/3/83. Consideration by the full committee, prior to release of this
report to the public, should occur on 11/15/83. The United American Bank
report, according to Subcommittee Chairman Rep. Doug Barnard, Jr. (D-GA),
examines the adequacy and effectiveness of the FDIC’s supervision of UAB and
affiliated banks. Among the findings of the report are: that UAB of Knoxville
engaged in "an unrelenting series of unsafe and unsound and conceivable unlaw
ful banking practices for over six years"; that the FDIC knew over many years
that the bank was being operated in an unsafe manner by an unreliable managment
and "yet failed to use its considerable enforcement power against senior offi
cials to end abusive practices."

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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